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balanced budgets and honest money, 
the removal of trade barriers and the 
settlement of international debts. If 
America could use her claims against 
Europe to promote so happy a solution 
of Europe's problems she would render 
herself at the same time the greatest of 
all services. She would bring to an end 



the period of world-wide calamity 
which began nearly eight years ago 
and has continued through years of 
disastrous war and years of equally 
disastrous peace. She would reopen 
her own mills and factories, return the 
unemployed to their jobs, and restore 
her farmers to prosperity. 



The Public Financial Burdens of the Principal 
Countries of the World 

By L. R. Gottlieb 

Lecturer in Finance, New York University 



IN Table I on page 116, an attempt 
has been made to compare the pub- 
lic debt and debt charges of the leading 
fifty countries of the world, comprising 
83 per cent of the world's total popula- 
tion. It will be found that nations 
other than participants have barely 
doubled their debt since 1914; in the 
war-ridden countries there has been an 
eight -fold increase. Inflation has been 
one of the primary factors in the 
growth of public debts; it has lessened 
the intrinsic purchasing power of the 
monetary unit. Continual inflation 
tends to lighten the burden of the debt, 
while deflation operates in the reverse 
manner. The former stimulates busi- 
ness, causes a restriction in consump- 
tion and reduces the output of luxuries, 
thus setting commodities free for the 
use of the state; the latter factor, on 
the other hand, enriches the speculator 
at the expense of the citizens of the 
state involved. As deflation succeeds 
inflation, the burden of the debt be- 
comes pari passu heavier and heavier. 
This is the problem confronting the 
future. 

Before the War, France had the 
largest per capita debt of all countries 
in the list, with the exception of 



Honduras l and New Zealand. 2 Today, 
Austria stands first, followed closely by 
Hungary, Germany, France, Belgium 
and the United Kingdom. Territorial 
re-arrangements resulting from the 
peace treaties account for the material 
enhancement in the per capita debt 
of the first two countries in par- 
ticular. 

An interesting observation to be 
recorded is that debt charges do not 
always keep pace with the growth in 
nominal amount of debt. A great 
deal depends upon the methods pur- 
sued in financing the government's 
requirements. Paper money directly 
issued by the state, as in Italy and 
Russia, involves no interest charges; 
while currency issued indirectly by the 
state through the medium of banks of 
issue who discount treasury bills, as in 
the case of Germany, Austria, etc., or 
through banks that make a direct loan 
to the government, as in the case of 
France, constitutes a debt the interest 
requirements of which are compara- 

1 Cognizance being taken of back interest 
accumulating since 1873. 

2 Government ownership largely explains the 
heavy per capita debt. 
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tively low. 3 As credit stringency 
develops during the course of an 
emergency, it becomes less and less 
attractive to incur a funded debt, be- 
cause interest rates begin to mount and 
the burden grows proportionately. 

In using the data presented in Table 
I, there are two facts to be borne in 
mind. First, foreign currencies have 
been converted into United States 
money at pre-war parity for countries 
nominally or actually on a gold basis; 
where current figures were stated in 
terms of a highly depreciated currency, 
as in Poland, Austria, etc., approximate 
exchange equivalents were employed. 
To convert all foreign debts at exchange 
values would be inadvisable in view of 
the serious disparity between internal 
purchasing power and external values 
of various national currencies. Second, 
the figures given in the Table take into 
consideration neither loans of one 
government to another nor offsetting 
assets. Loans and advances of the 
United States to her allies totalled 
$10,094 millions (net) on November 30, 
1921 ; 4 of Great Britain, £2,017 millions, 
on March 31, 1922; 6 of France, 14,- 
082 million francs on June 30, 1921 ; 6 
and of Germany, 12,031 million marks 
as of March 31, 1920. 7 In addition, 
there are treasury assets, such as 
sinking funds, government-owned rail- 
roads, posts, telegraphs, waterfalls, 
shipping, state industries, etc., which 
counterbalance in part the total gross 
indebtedness. 

3 Furthermore, a large portion of actual in- 
terest payments made to banks flows back into 
the government coffers in the shape of taxes and 
state participation in profits. 

4 Statement of the Public Debt of the United 
States, November 30, 1921. 

6 Including loans for relief, reconstruction loan 
to Belgium and miscellaneous items, according 
to Budget speech. 

• Bulletin de Statistique et de Legislation Com- 
paree, August, 1921, -p. 379 

' Brussels Financial Conference, Section on 
Public Finance. 



A debt, simply stated, is a relative 
term, and unless it is related to re- 
sources or assets, its numerical pres- 
entation carries little significance. 
The principal difficulty in this connec- 
tion is, however, to be found in securing 
recent data bearing on national wealth 
and income. The only estimates avail- 
able for all countries, with the exception 
of the United States and Japan, 
appertain to pre-war conditions only. 
In Table II, an attempt is made to 
furnish a comparison between debt 
and pre-war wealth, and debt charges 
and pre-war income, both before the 
War and at the most recent date. This 
compilation possesses, however, two 
serious shortcomings: first, inflation is 
allowed to remain in the debt and 
interest factors, while pre-war wealth 
is stated in terms of gold currency; 
second, the changes in national wealth 
since 1914 are not taken into considera- 
tion. Partly to overcome these ob- 
jections, Table III is presented, which 
aims to eliminate the factor of inflation 
in countries where index numbers are 
available. By dividing up into periods 
the years since the outbreak of the 
War and evaluating the increases in 
the absolute amount of national in- 
debtedness by means of price index 
numbers, current national debts have 
been adjusted to the 1913 gold basis. 
These figures are directly comparable 
with the estimates of pre-war national 
wealth, with allowances for loss of 
resources under the Peace Treaty. 

With the element of inflation thus 
removed, it is found that Germany's 
debt constitutes 42 per cent of the 
pre-war national wealth of the territory 
she now occupies; in the case of Italy, 
41.4 per cent; in France, 38.3 per cent; 
in United Kingdom, 34.3 per cent; in 
United States, only 7.7 per cent; in 
Denmark, 7.8 per cent, and in Switzer- 
land, 5.6 per cent. 

The fact should not be overlooked 
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TABLE II — Debt and Debt Charges as Related to Pre- War National Wealth and Income 



Counthy 



Pre-War 

National 

Wealth 

(Million 

Dollars) 



Pre-War 

National 
Income 
(Million 
Dollars) 



Debt as Percentage 

of Pre-War 
National Wealth 



Before 
the War 



At most 
recent date 



Debt Charges as 
Percentage of Pre- 
War National Income 



Before 
the war 



At most 
recent date 



A. Entente Powers 



United States 

United Kingdom 

Australia 

Canada 

France 

Italy 

Japan 

Russia* 

Belgium 

Brazil 

Total — Entente Powers 



204,400 
70,500 

7,400 
11,100 
58,500 
21,800 
11,700 
60,000 

5,800 
12,000 



463,200 



85,300 

11,000 

1,300 

1,500 

7,300 

3,900 

1,600 

6,500 

475 

950 



69,825 



0.5 

4.9 

1.3 

4.9 

11.3 

13.9 

10.8 

8.5 

12.5 

6.3 



4.9 



11.5 
54.1 
26.4 
27.4 
90.2 
97.6 
10.4 
42.3* 
113.1 
10.5 



37.8 



0.1 
1.1 

0.2 
0.9 
3.5 
2.6 
3.4 
3.4 
5.3 
3.9 



1.2 



2.8 
15.3 

6.2 

9.5 
34.1 
20.7 

4.0 
11.8* 
49.5 

4.7 



10.4 



B. Central Powers 



Germany 

Austria-Hungary 

Turkey 

Bulgaria 

Total — Central Powers 
Total — Belligerents. . . 

Argentina 

Denmark 

Netherlands 

Norway 

Spain 

Sweden 

Switzerland 

Total— Neutrals 

Grand Total 



80,500 

30,100 

4,000 

4,000 



118,600 
581,800 



10,500 

4,000 

500 

500 



15,500 
85,325 



1.5 
14.1 
16.7 

4.3 



5.2 
5.0 



98.2 
88.4 
51.2 
31.3 



91.8 

48.8 



0.4 
3.9 
9.0 
1.6 



1.6 
1.3 



23.5 
34.8 
17.6 
16.0 



26.0 
13.3 



C. Neutrals 



11,700 
2,400 
5,100 
1,100 

14,300 
4,600 
3,900 



43,100 



624,900 



950 
200 
400 
100 
1,100 
375 
300 



3,425 



88,750 



4.4 
4.0 
9.2 
8.7 
13.2 
3.6 
0.7 



7.6 



5.2 



6.9 
13.3 

24.3 
28.5 
19.8 
8.5 
20.9 



15.6 



46.5 



3.7 
1.5 

3.8 
5.0 

7.2 
2.4 
0.7 



4.3 



1.4 



5.6 

6.5 

18.8 

13.0 

10.0 

5.1 

7.3 



8.9 



13.1 



* Exclusive of obligations incurred during the Soviet regime. 
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that not all of the indebtedness in- 
curred during the War represented a 
corresponding destruction or loss of 
national wealth. It is true that the 
emergency transformed the vast num- 
bers called to the colors into an army of 
non-producers in the widest economic 
sense and with a broad sweep wiped out 
the surplus of production over con- 
sumption which normally resulted from 
their labors. There were, however, 
elements to be considered, which in 
part counterbalanced the loss in normal 
production, Enhanced productivity 
in non-war lines of industrial activity, 
stimulated by patriotic motives, in- 
creased output by virtue of employment 
of women, minors and unemployables 
to a larger extent than is true of normal 
periods; suppression of luxury manu- 
facturing and enlargement of capacity 



of necessary industries, including agri- 
culture, all contributed appreciably to 
the offsetting process. Insofar as a 
part of the equipment was scrapped 
after the War, there was an economic 
loss. But the greatest destruction was, 
of course, the failure to accumulate an 
annual surplus which has formed the 
backbone of the world's economic 
progress during the past century. 
This was further accentuated by losses 
due to deaths and incapacitation. The 
consumption of war materials and the 
destruction of property made heavy 
inroads on national wealth, but it is 
essentially the former which found its 
way into the public accounts during 
the War, although during the recon- 
struction period restoration of prop- 
erty began to assume an important 
position. 



TABLE III — Relation of Debt to Wealth on a Pbe-Wah Basis 



Country 



United States . . . 
United Kingdom 

Canada 

Australia 

France 

Italy 

Russia 

Japan 

Germany 

Denmark 

Netherlands .... 

Norway 

Sweden 



Pbe-Wah 

Wealth 
(Million 
Dollars) 



204,400 

70,500 

11,100 

7,400 

62,000 

21,800 

60,000 

11,700 

68,400 

2,400 

5,100 

1,100 

4,600 



Peb 
Capita 
(Dollars) 



1934 

1488 

1328 

1364 

1574 

593 

441 

209 

1241 

734 

736 

416 

787 



Present 
Debt Ad- 
justed TO 
1913 
Basis 
(Million 
Dollars) 



15,746 

24,153 

2,080 

1,378 

23,731 

9,033 

13,208 

1,249 

28,716 

186 

783 

183 

259 



Peb 

Capita 
(Dollars) 



149 

510 

249 

254 

602 

246 

97 

22 

521 

57 

113 

69 

44 



Ratio op 
Present 
Adjusted 
Debt to 
Pre-war 
National 
Wealth 
(Per cent) 



7.7 
34.3 
18.7 
18.6 
38.3 
41.4 
22.0 
10.7 
42.0 

7.8 
15.3 
16.6 

5.6 



Ratio op 
Pre-Wab 

Debt to 
Pre-Wab 
National 

Wealth 
(Per cent) 



0.5 

4.9 
1.8 
4.9 

11.2 
13.9 
8.5 
10.8 
1.5 
4.0 
9.2 
8.7 
3.6 



